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In Colorado, as in other states across the country, the high cost of child care puts reliable, high-quality 
care out of reach for many families. Child care subsidies can help, but current policies reach only a 
fraction of those in need of assistance. Moreover, families who do receive subsidies can find themselves 
penalized for working and earning more as just a small raise can trigger a substantial loss in benefits. 
Using results from NCCP’s Family Resource Simulator, this report illustrates these policy challenges 
and discusses possible solutions that would better help Colorado’s low- to moderate-income workers 
meet their child care needs. 
AUthoRS
Kinsey Alden Dinan, MA, is a research associate at NCCP, where her research focuses on employment 
and income supports. her areas of expertise also include U.S. immigration policy and issues related 
to immigrant families.
Nancy K. Cauthen, PhD, is deputy director at NCCP, where she directs the Center’s research on family 
economic security. She has written extensively on low-wage work and child poverty in the United States, 
the inadequacies of the federal poverty measure, and current policy debates affecting low-income 
children and families.
ACKNoWleDgMeNtS
this publication was made possible by the generous support of the Annie e. Casey Foundation.
Copyright © 2007 by the National Center for Children in Poverty
The National Center for Children in Poverty (NCCP) is the nation’s leading 
public policy center dedicated to promoting the economic security, health, and 
well-being of America’s low-income families and children. Using research to 
inform policy and practice, NCCP seeks to advance family-oriented solutions 
and the strategic use of public resources at the state and national levels to 
ensure positive outcomes for the next generation. Founded in 1989 as a divi-
sion of the Mailman School of Public Health at Columbia University, NCCP 
is a nonpartisan, public interest research organization.
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NCCP’s Family Resource Simulator – 
A Tool for Assessing Work Support Policies
the Family Resource Simulator is an innovative policy 
analysis tool that simulates the impact of federal and 
state work support benefits on the budgets of low- to 
moderate-income families. the results illustrate how a 
hypothetical family’s resources and expenses change as 
earnings increase, taking public benefits into account. 
the Simulator makes it easy to assess how effective a 
state’s policies are at encouraging and rewarding work. 
NCCP also uses this tool to model the impact of hypo-
thetical policy reforms.
the Family Resource Simulator is currently available, or 
under development, for 17 states – Alabama, California, 
Colorado, Connecticut, Delaware, Florida, georgia, Illi-
nois, Iowa, louisiana, Maryland, Massachusetts, Michi-
gan, New York, Pennsylvania, texas, and Washington –  
and the District of Columbia. each state Simulator can 
profile families in up to seven localities. to use the  
Family Resource Simulator, see NCCP’s website at 
<www.nccp.org>. Also coming soon to NCCP’s website 
is the Basic Needs Budget Calculator, a related tool 
that shows how much a family needs to make ends 
meet without the help of work supports.
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Nearly 250,000 of Colorado’s children live in fami-lies that are low income, despite having a parent 
who works full-time, year-round.1 One of the largest 
expenses these families face is the cost of child care. 
Reliable child care is critical for working parents at all 
income levels, but it is particularly critical for low-wage 
workers who lack workplace flexibility.2 High-quality 
child care is also important for children’s development. 
For low-income children, it can help bridge the achieve-
ment gap between them and their more affluent peers.3 
Unfortunately, the high cost of care puts reliable, high-
quality child care out of reach for many of the families 
who need it most. In fact, the cost is so high that many 
moderate-income families also struggle to afford quality 
settings. In Colorado, as in nearly every state across the 
country, center-based care for two children of any age 
costs more than the state’s median rent.4 
Colorado’s child care subsidy program can make a 
significant difference. For the low-income families who 
receive them, child care subsidies can make high quality 
care affordable. But due to income eligibility limits and 
participation barriers, many families are excluded from 
the program despite being unable to afford high-quality 
care without assistance.
This report uses the National Center for Children 
in Poverty’s Family Resource Simulator (see box) to 
examine the effectiveness of subsidized child care in 
Colorado in addressing the affordability challenge. The 
report analyzes subsidized child care in the context of 
other “work support” benefits, including tax credits, 
food stamps, and public health insurance. 
Results show that for families who receive a child care 
subsidy, this benefit can help close the substantial gap 
between low earnings and basic expenses, while poten-
tially providing access to high-quality care.5 Yet families 
with subsidized care can find themselves penalized for 
working and earning more as just a small raise can trig-
ger a substantial loss in benefits. This can leave families 
worse off than they were before, despite increased earn-
ings.6 The following pages illustrate these policy chal-
lenges and discuss possible solutions that would better 
help Colorado’s low- to moderate-income workers meet 
their child care needs.
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High Cost Can Put Quality Child Care  
Out of Reach
Consider Teresa, a single parent with two children – one 
preschool-aged and one school-aged – living in Denver 
County, Colorado. Without child care assistance or 
other work supports, Teresa’s family would need close to 
$45,000 a year to cover the cost of basic family necessi-
ties (see Figure 1).7 The largest expense – slightly higher 
even than the cost of housing – is the cost of child care. 
This budget assumes that the children are cared for in 
center-based settings while their parent works; the older 
child is in after-school care.8 High quality center-based 
care has been found to be associated with improved 
cognitive outcomes for children, and particularly for 
children ages 3 and 4.9 It is also by far the most com-
mon type of care used by families in Colorado’s child 
care subsidy program.10 
To earn $45,000 a year, Teresa would need a full-time, 
year-round job at $21 an hour, which is more than 
three times the state’s minimum wage of $6.85. And 
even $45,000 reflects only a very bare-bones budget of 
housing, food, child care, health insurance, transporta-
tion, and other necessities. It does not cover out-of-
pocket medical expenses (copayments and deductibles), 
enrichment activities, entertainment, or other expenses 
that improve a family’s quality of life. It does not allow 
for investments in a family’s future, such as savings for 
Figure 1. Basic Needs Budget for a Single-Parent 
Family of Three, Denver County, CO11 
 Annual Monthly
Rent and Utilities $10,908 $909 
Food $5,402  $450
Child Care $12,493 $1,041
health Insurance $2,768 $231
transportation $3,669 $306 
other Necessities* $4,404 $367
Payroll and Income taxes $5,022 $418
TOTAL $44,665 $3,722 
hourly wage (40 hours/week, 52 weeks/year): $21/hour 
*examples of “other necessities” include clothing, school supplies, 
household items, and personal care expenses.
Source: NCCP’s Basic Needs Budget Calculator, Colorado 2007. 
Results based on a single parent with two children, ages 3 and 6, with 
children in center-based care (the older child in after-school care) and 
employer-based health insurance for all family members.
a home, a child’s education, or a parent’s retirement. 
Nor does it provide any financial cushion to withstand 
a crisis.
Teresa works full-time, year-round, but earns just $8 
an hour – slightly under $17,000 a year. To make ends 
meet, she needs child care assistance in addition to mul-
tiple other work supports. Without such benefits, Teresa 
faces a gap of more than $20,000 between her annual 
earnings and her family’s basic needs. The cost of child 
care alone represents fully 75 percent of her earnings. 
In reality, of course, families cannot afford to spend this 
much of their income on child care. Instead, the high 
cost of care often forces low-income families to seek 
cheaper care that may be less reliable, of lower quality, 
and even less safe – putting both parents’ employment 
and children’s development at risk.
Child Care Subsidies Make Care More 
Affordable – For the Families Who Receive 
Them
To offset the high cost of care, Colorado’s Child Care 
Assistance Program provides subsidies that cover a 
substantial portion of the cost. Colorado also has a state 
child care tax credit, but its value is generally small – 
it provides no assistance to the neediest families, and 
the maximum benefit for families with annual income 
above $35,000 is less than $150 a year.12 Other impor-
tant supports for Colorado’s low-wage workers and their 
families include the federal Earned Income Tax Credit 
(EITC), public health insurance for children, food 
stamps, and housing vouchers. 
In practice, few families receive more than one or two 
of the benefits for which they are eligible. One recent 
study found that only 5 percent of the country’s low-
income working families (with incomes below twice the 
federal poverty level) received all four of the following 
benefits in 2001: the EITC, food stamps, public health 
insurance, and child care subsidies.13 In many places 
housing vouchers are virtually inaccessible to new appli-
cants.14 A host of factors prevent eligible families from 
receiving assistance (see box). Further, families who are 
income eligible for benefits can be barred by other types 
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of eligibility criteria, for example, restrictions regarding 
assets, citizenship status, and residency.
Child care subsidies in particular reach only a fraction 
of eligible families, and spells of subsidy receipt tend 
to be short. Nationally, an estimated 14 percent of 
children eligible for a subsidy under federal guidelines 
received assistance in 2000.16 Federal guidelines allow 
states to provide subsidies to families with income up 
to 85 percent of the state median, although most states 
apply substantially lower limits. Colorado counties set 
their own limits within a state-established range, and the 
state’s Department of Human Services has reported that 
among eligible families with income below the lowest 
state-allowed limit, only 28 percent received a subsidy in 
2003.17 Moreover, while all eligible families who apply 
for subsidies are currently being served, several Colorado 
counties have had waiting lists in recent years.18 
Benefit Access: Barriers to Participation
Inadequate funding is a major factor limiting benefit ac-
cess among eligible families, but it is certainly not the 
only problem. the lingering association between welfare 
and work supports suppresses benefit participation in 
many ways. Families who have never received cash 
assistance are among the least likely to know about 
benefits or that they might be eligible. Many individu-
als are also reluctant to apply for benefits because of 
the stigma attached to them. the welfare office often 
remains the primary point of access for benefit ap-
plication, staff attitudes toward clients are sometimes 
disparaging, and processes of income verification and 
submitting other documentation (e.g., fingerprinting) 
may feel invasive, humiliating, or intimidating. this is 
especially true for immigrants, who may fear interacting 
with government officials.15
In addition to stigma and fear of being treated poorly, 
the process of applying for benefits can be onerous. long 
waits, limited office hours, the consequences of miss-
ing work, waiting lists for benefits, and confusion about 
how to apply all discourage benefit application. States or 
localities may overtly try to limit application and enroll-
ment by limiting outreach or undertaking explicit efforts 
to reduce participation. Further, burdensome recertifica-
tion requirements may lead families and individuals to 
lose benefits for which they are still eligible.
Source: Adapted from Nancy K. Cauthen. 2007. Improving Work 
Supports: Closing the Financial Gap for Low-Wage Workers and Their 
Families. Washington, DC: economic Policy Institute.
Multiple work supports can make a tremendous differ-
ence for families who receive them. The EITC alone 
reduces the gap between Teresa’s annual resources and 
expenses by just over $4,000 a year (see Figure 2). With 
several additional benefits not including a child care 
subsidy, the gap between resources and expenses is cut 
nearly in half. Nonetheless, even with a full time job, 
the EITC, food stamps, and public health insurance 
for children,19 Teresa faces a staggering annual deficit of 
$13,000. And despite child care expenses of more than 
$12,000 a year, Teresa is ineligible for assistance from 
Colorado’s state child care tax credit.20  
The Child Care Assistance Program brings Teresa’s fam-
ily much closer to making ends meet. With a child care 
subsidy in addition to the other benefits listed above, 
Teresa’s budget gap is reduced to just under $3,000. In 
states with more generous benefits, a child care subsidy 
in combination with tax credits, public health insur-
ance, and food stamps would close the gap entirely for a 
parent with a full-time, $8-an-hour job.21
The child care subsidy reduces Teresa’s child care ex-
penses to slightly less than 10 percent of her earnings. 
Research indicates that on average, low-income families 
who pay for child care spend about 14 to 15 percent 
of their income on care, while higher-income families 
spend about 6.5 to 7 percent.22 
Families Lose Subsidies Before They Can 
Afford the Full Cost of Care
Work support programs are typically means-tested, 
which means that workers like Teresa lose eligibility for 
benefits when they advance in the workforce and in-
crease their earnings. In many cases, work supports are 
lost before families are able to make ends meet on earn-
ings alone. And while some work supports phase out 
gradually – so that by the time the family loses eligibil-
ity, the benefit loss is small – others terminate quickly. 
When just a small increase in earnings leads to a sharp 
reduction in benefits, it is often referred to as a “cliff.” 
For Teresa’s family, the largest benefit cliff occurs when 
earnings exceed the eligibility limit for child care sub-
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sidies. Wide variation exists across Colorado’s counties 
in eligibility criteria for subsidies, within the state-es-
tablished range of 130 to 225 percent of the federal 
poverty level. Until April of 2007, Denver County’s 
eligibility limit was 185 percent of poverty. This is the 
median county limit and represents about $32,000 a 
year for a family of three. 
Applying these rules, Figure 3 shows how net family 
resources – that is, resources after subtracting the cost of 
basic expenses – change as Teresa’s earnings increase. This 
scenario assumes that Teresa’s family receives the follow-
ing benefits when eligible: the EITC, the state child care 
tax credit, public health insurance for children, food 
stamps, and a child care subsidy. Teresa herself is ineli-
gible for public health insurance throughout the earnings 
range shown; Colorado’s public health insurance eligibil-
ity limit for parents is 60 percent of the poverty level – 
just over $10,000 a year for a family of three.
As Teresa’s wages increase beyond $8 an hour, her finan-
cial situation initially improves. But when her hourly 
wage increases to approximately $10, the family suffers 
a setback due to the loss of food stamps. With her re-
maining work support benefits, Teresa can finally afford 
her family’s basic expenses when her wages reach $13 
an hour. But further increases in earnings jeopardize her 
family’s budget. Most damaging is the loss of the fam-
ily’s child care subsidy when her hourly wage reaches 
$15.50. This is long before Teresa is able to afford the 
cost of unsubsidized care, and her family’s net resources 
fall well below the “breakeven line” – that is, the point 
where family resources equal expenses.
Largely as a result of this loss, as Teresa’s wages double 
from $8 to $16 an hour, her family actually loses 
ground. And with another raise to $17 an hour, Teresa’s 
children lose public health insurance, so she has to 
pay a higher premium for family coverage through her 
Figure 2. The Effect of Work Supports on Family Resources and Expenses with Full-Time Employment at $8/hour:  
Single-Parent Family of Three, Denver County, CO23 
     
 Employment alone  Employment plus  Employment plus  Employment plus  
	 (no	work	supports)	 •	EITC		 •	EITC	 •	EITC		  
	 	 •	state	child	care		 •	state	child	care	 •	state	child	care 
     tax credit    tax credit    tax credit 
	 	 	 •	food	stamps	 •	food	stamps 
	 	 	 •	public	health	 •	public	health 
      insurance    insurance   
	 	 	 	 •	child	care	subsidy
Annual Resources    
earnings $16,640  $16,640  $16,640  $16,640   
Federal eItC $0  $4,158  $4,158  $4,158   
State Child Care tax Credit $0  $0  $0  $0   
Food Stamps $0  $0  $4,146  $3,353   
Total Resources $16,640  $20,798  $24,944  $24,151   
Annual Expenses     
Rent & Utilities $10,908  $10,908  $10,908  $10,908   
Food $5,402  $5,402  $5,402  $5,402 
Child Care* $12,493  $12,493  $12,493  $1,558 
health Insurance* $2,768  $2,768  $677  $677 
transportation $3,669  $3,669  $3,669  $3,669 
other Necessities $4,404  $4,404  $4,404  $4,404 
Payroll and Income taxes $472  $472  $472  $472   
Total Expenses $40,116  $40,116  $38,025  $27,089   
Net Resources 
(Resources minus Expenses) –$23,476 –$19,317 –$13,080 –$2,938
*this chart shows income and expenses from the perspective of the family. Because health insurance and child care benefits are paid directly to the provider, 
families experience them as reduced expenses rather than increased income.
Source: Analysis based on NCCP’s Family Resource Simulator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6.
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Figure 3. Net Family Resources Under March 2007 Child Care Policies: Single-Parent Family of Three, Denver County, CO24
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Breakeven line: The point where the family’s resources, including earnings and benefits, equal the family’s basic expenses. 
Work supports: When eligible, the family receives the EITC, the state child care tax credit, food stamps, public health insurance for children, and a child care  
subsidy. The parent is ineligible for public health insurance for herself throughout this earnings range. 
Source: Analysis based on NCCP’s Family Resource Simulator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6. 
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employer.25 Teresa’s family is not able to make ends meet 
again until her wages exceed $21 an hour.
The inability to gain financial ground through hard 
work and higher earnings can have serious consequences 
for low-income families. If workers feel compelled to 
turn down small raises or additional hours of work to 
retain their child care benefits, they may lose future 
opportunities for promotion. On the other hand, if by 
accepting a raise they are forced to move their children 
into cheaper child care, they interrupt the stability and 
continuity of their children’s lives. Moreover, less reli-
able or lower quality care could put the parent’s job at 
risk if unreliable care results in missed days of work; it 
could also jeopardize the children’s well-being.
Expanding Eligibility for Subsidies Can Help
Earlier this year, a number of Colorado counties, includ-
ing Denver, significantly increased income limits for child 
care subsidies. In Denver County the income eligibility 
limit is now at the state maximum of 225 percent of 
poverty – or about $39,000 a year for a family of three. 
Figure 4 illustrates the impact of this change by show-
ing net resources for Teresa’s family under both Denver’s 
previous and current child care subsidy eligibility limits.
Under Denver’s new rules, the child care cliff is smaller. 
Families with subsidies contribute to the cost of care by 
paying a copayment that increases as income rises. Thus 
when Teresa’s family loses the subsidy at 225 percent of 
poverty, they have already assumed a larger share of the 
full cost of care in the form of a larger copayment. 
Even with the higher eligibility limit, the loss of child 
care assistance leaves Teresa unable to afford her family’s 
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basic expenses, but her family is able to recover from the 
situation more quickly. Under the old rules, the family 
lost child care assistance when Teresa’s wages reached 
$15.50 an hour, and she then faced a gap between 
earnings and expenses until increasing her hourly wage 
to $21 an hour – that is, an additional $5.50 an hour. 
In contrast, with the higher eligibility limit, the family 
does not lose its child care subsidy until Teresa earns 
$19 an hour, so she needs only another $2 an hour to 
make ends meet again. 
Across Counties, Loss of Child Care Benefits 
Triggers Financial Setback
The variation in income limits for child care subsidies 
across Colorado’s counties has important implications 
for the state’s low-income families. Figure 5 illustrates 
changes in net family resources as parental earnings 
increase in El Paso, Mesa, and Morgan counties. The 
examples continue to assume a single parent with two 
children (one school-aged and one preschool-aged) 
who receives a child care subsidy and multiple other 
benefits – the EITC, the state child care tax credit, food 
stamps, and public health insurance for children – when 
eligible.
The cost of basic family expenses varies across these 
counties (for basic needs budgets, see Appendix A). In 
Mesa and Morgan counties, a full-time job paying $8 
an hour plus multiple work supports is enough for a 
family of three to make ends meet. In El Paso County, 
on the other hand, the cost of living is somewhat higher 
(although lower than in Denver). The same set of 
benefits and full-time employment at $8 an hour leaves 
the El Paso family facing an annual shortfall of about 
$1,300 between resources and basic expenses. 
In each county, the family experiences a series of benefit 
losses as earnings increase, and the loss of child care 
subsidies consistently triggers the largest financial set-
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Annual net resources: Annual resources minus annual expenses.
Annual earnings: Assuming full-time work (40 hours/week, 52 weeks/year).
Breakeven line: The point where the family’s resources, including earnings and benefits, equal the family’s basic expenses.
Work supports: When eligible, the family receives the EITC, the state child care tax credit, food stamps, public health insurance for children, and a child care 
subsidy. The parent is ineligible for public health insurance for herself throughout this earnings range.
Source: Analysis based on NCCP’s Family Resource Simulator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6.
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back. In El Paso, this loss sends the family back below 
the breakeven line, unable to afford even minimum 
family necessities. In all three counties, the loss of child 
care subsidies and other benefits makes it difficult for 
families to get ahead by working and earning more. In 
Mesa, for example, the family’s annual net resources 
increase by only $2,100 as hourly wages double from 
$10 to $20. That is, out of an annual earnings increase 
of more than $20,000, the family sees just over $2,000 
in additional net resources. 
But this example also shows that with higher income 
eligibility limits, counties can phase-out child care assis-
tance more gradually by having families assume a larger 
share of the cost before they lose the subsidy completely. 
Of the three counties, Mesa has the highest income 
eligibility limit for child care subsidies and the smallest 
child care cliff,28 while El Paso has the lowest eligibility 
limit and the largest cliff.
Reforms Needed to Make Child Care 
Affordable for More Colorado Families
Colorado’s Child Care Assistance Program can provide 
valuable support to low-wage workers who struggle 
to provide for their families. But the program reaches 
only a fraction of those in need of assistance. Part of the 
problem is income eligibility limits that exclude many 
families who are unable to afford high quality care with-
out subsidies. And for those with subsidies, if a small 
increase in parents’ earnings puts them over the subsidy 
eligibility limit, their families may actually be worse off, 
despite higher earnings.
Colorado could make child care more affordable for 
low- and moderate-income workers by expanding access 
to child care subsidies among eligible families and by 
raising the income limit for assistance. Denver has taken 
an important step in this direction. But even with the 
increase in eligibility, families’ earnings are still too low 
Figure 5. Net Family Resources Under Current Child Care Subsidy Eligibility Levels Across Three Colorado Counties:
Single-Parent Family of Three27
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Source: Analysis based on NCCP’s Family Resource Simulator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6. 
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for them to afford the full cost of care when they lose 
a child care subsidy. This puts families in the unten-
able position of having to choose between absorbing a 
financial loss despite increased earnings or putting their 
children in cheaper care that may be of lower quality 
and less reliable.
Federal rules allow states to extend child care subsidies 
to families with income up to 85 percent of the state’s 
median income – the equivalent of about 300 percent 
of the poverty level in Colorado. Figure 6 illustrates the 
potential impact of raising the income limit for child 
care subsidies in Denver closer to this level. In this ex-
ample, the income limit has been raised to 275 percent 
of poverty – about 75 percent of state median income – 
with family copayments rising at an increased rate once 
earnings exceed the current eligibility limit.
Raising the income eligibility limit for subsidies can 
substantially reduce the child care cliff and ensure that 
families with subsidies can continue to make ends meet 
as they work and earn more. As seen Figure 6, for ex-
ample, the loss of child care assistance at 275 percent of 
poverty would not send the family’s net resources below 
the breakeven line. The family would remain able to af-
ford basic expenses, with a small surplus left at the end 
of year. In addition to raising income limits, other steps 
to expand access to child care subsidies are critical. The 
participation barriers that result in low coverage rates 
need to be addressed.
Another way to phase out child care assistance more 
slowly would be to expand Colorado’s state child care 
tax credit so that it meaningfully offsets the high cost of 
care for families without subsidies. Tax credits are easier 
to access and typically have much higher participation 
rates than other types of benefits. A more generous 
credit could also assist families who have subsidies, but 
struggle to cover the program’s copayments along with 
their family’s other basic needs. For working families 
Figure 6. Net Family Resources Showing Impact of Hypothetical Change in Child Care Subsidy Policy:  
Single-Parent Family of Three, Denver County, CO29 
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with preschool-aged children, expanded access to free 
or subsidized full-day prekindergarten programs would 
make a substantial difference as well.30
Colorado’s current child care policies assist only a small 
portion of families who potentially need help with the 
cost of child care. And the families who do receive sub-
sidized care may face untenable choices, such as turn-
ing down a raise or choosing cheaper – and potentially 
lower-quality, less-safe, and less-reliable – care for their 
children. To provide affordable child care that meets the 
needs of working parents and their children, Colorado 
needs to reform its policies so that low- to moderate-
income workers can afford high quality child care and 
their families can get ahead if they work hard and earn 
more.
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Appendix A: Basic Needs Budgets Across Four Colorado Counties 
 
 Denver El Paso Mesa Morgan 
 County County County County
Rent and Utilities $10,908 $9,420 $7,224 $6,960 
Food $5,402 $5,402 $5,402 $5,402 
Child Care $12,493 $7,983 $9,205 $7,859 
health Insurance $2,768 $2,768 $2,768 $2,768 
transportation $3,669 $3,904 $3,949 $4,493 
other Necessities* $4,404 $4,002 $3,409 $3,338 
Payroll and Income taxes $5,022 $2,379 $1,725 $1,216 
TOTAL $44,665  $35,858  $33,681  $32,034  
hourly wage (40 hours/week, 52 weeks/year) $21 $17 $16 $15 
* examples of “other necessities” include clothing, school supplies, household items, and personal care expenses.
Source: NCCP’s Basic Needs Budget Calculator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6, with children in center-based 
care (the older child is in after-school care) and employer-based health insurance for all family members. For more information about how family expenses are 
calculated, see Appendix B.
Basic Needs Budget for a Single-Parent Family of Three, Colorado
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NCCP’s Family Resource Simulator is a web-based 
tool that allows users flexibility in determining the cost 
of basic family expenses. The Simulator provides cost 
estimates for housing, food, child care, transportation, 
health insurance, and other necessities. These estimates 
are calculated based on a methodology that draws on the 
Self-Sufficiency Standards developed by Diana Pearce for 
Wider Opportunities for Women and on the Economic 
Policy Institute’s Basic Family Budgets. Users of the web-
based tool may also enter their own cost estimates. 
For the analyses in this report, the Simulator’s default 
estimates were used. These estimates were calculated 
following the methodology described below, except 
where costs were offset by in-kind benefits – e.g., child 
care subsidies or public health insurance. In those 
cases, expenses were calculated based on program rules. 
For example, the cost of child care for a family with a 
subsidy reflects the copayment the family would pay in 
Colorado’s child care assistance program.
Appendix B: Methodology for Calculating Expense Estimates
Rent and Utilities the cost of rent and utilities is estimated based on the Fair Market Rent (for a two-bedroom unit) 
determined by the U.S. Department of housing and Urban Development. 
Food  the cost of food is estimated based on the low-Cost Food Plan developed by the U.S. Department 
of Agriculture. 
Child Care  the cost of child care is estimated based on the provider payment rates for center-based care in 
Colorado’s child care assistance program (in Denver, where there is a tiered rating system, 3-star 
rates are used). the Family Resource Simulator assumes that a 3-year-old needs full-time care 
while the parent(s) work and a 6-year-old needs part-time (e.g., after-school) care.
Transportation In all Colorado counties, the Simulator assumes that the family uses private transportation. Cost 
estimates are calculated based on the economic Policy Institute’s Basic Family Budget methodol-
ogy, which relies on data from the 2001 National travel household Survey, the 1990 Nationwide 
Personal transportation Survey, and the IRS cost-per-mile rate (for more information, see www.
epinet.org/datazone/fambud/fam_bud_calc_tech_doc.pdf).  
Health	Insurance the cost of health insurance is estimated based on the average employee contribution for em-
ployer-based coverage in Colorado’s private sector, according to the Medical expenditure Panel 
Survey (MePS) conducted by the federal Agency for healthcare Research and Quality (for more 
information, see www.meps.ahrq.gov/mepsweb/data_stats/quick_tables.jsp). estimates reflect state 
averages for “family coverage” for a family plan and “single coverage” for a single parent (when 
children are covered by public insurance). 
Other Necessities the cost of other necessities is estimated based on the economic Policy Institute’s Basic Family 
Budget methodology, which relies on data from the Consumer expenditure Survey (for more infor-
mation, see www.epinet.org/datazone/fambud/fam_bud_calc_tech_doc.pdf). It equals 27 percent 
of the sum of the family’s (unsubsidized) housing and food costs.
Payroll	and	Income	Taxes the cost of payroll and income taxes is calculated following federal and state tax regulations. 
Income tax calculations take into account the Child tax Credit and the Child and Dependent Care 
tax Credit but not the federal earned Income tax Credit or the refundable state child care tax 
credit. these credits are considered work supports and when the family receives such benefits (as 
indicated in the text), they are included in family resources.
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